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. ,  . 
. . Dear Sit or Hadam: 

We have considered your apg l i c z t i on  for exemption froe Federal incone t a x  as 
, . , ,  
. . .. . an organ iza t ion  descr ibed i n  section 501Ic)(6) of the Internal Revenue Coda. 

The inforsation s n b a i t t e d  indicates t h a t  you wo::e irccorporated under tho laws 
of the S t a t e  of ******** on ***** ********. Your primary purpose is t o  make 
spending decisions on focaP advertising o r  markotil~g prayrams i n  accordance 
with the **** ***  marketing po l i cy  for t h o  ****** **** r e s t au r an t s .  

Your a c t i v i t i e s  cons i s t  of promoting t he  **** * * *   r e s t a u r a n t s  tkrough l o c a l  
a d v e r t i s i n g  d i r e c t e d  by i t s  members. Hesbership is r e s t r i c t e d  to ********   
***  and t o  f r anch i s e  owners of ********* r e s t a u r a n t s ,  only.  

Tncane w i l l  be obtained b r o ~  its ~embers, t h e  ****** ***  rastaurant owners, 
through activities r e l a t ed  to the organization's oxenpt p'urpase. Pre sen t l y ,  
t h a  o rgan iza t ion  has  no incaae or  expznees- 

Sect ion 501 (c)  of the I n t e r n a l  Revenue Coda of 1386 desc r i be s  cartnin 
organ iza t ions  exempt from F ~ d e r a l  income t a x  under secPion 5Ul!a) asd reads, 
i n  pa r t ,  3s follows: 

" ( 6 )  Businass leagues, chambers of commerce, toal-sat a t e  boards of t r ade ,  
o r  profess ional  f o o t b a l l  leagues ,  whether or not admin i s t e r ing  a pension 
fund for f o o t b a l l  players not organized f o r  p r o f i t  and no part cf the net 
earnings  of which inures t a  t h s  b e n e f i t  of any prisate shareholder  o r  
i nd iv idua l  .'' 

Sect ion ,l.Sql (c )  (6)-1 of the  Income Tax Regulations provides, i n  pa r t ,  as . . 

fo~lo~s:.-.:;~ : ..;.- . .  . .  
, , . .  , A.s,;.." 

",%' * . -.-~. .!* d 

" A  ~uk'iness ;r.e:iigii~'is an  a s soc i a t i on  of persons havicg same camrnon 
business  i n t e r e s t ,  t h e  p!!. paoo of which is ,to promat5 such common 
in.t&f,egt , .. and l l o t  t o  engage i n  a regular btlsiness of a kind o r d i n a r i l y  

I .  . . . ,. ,. : . . . , 

Reviewer Reviewer Reviewer Reviewer 
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z ~ r r i z d  cn t c r  p r c . f l  t .  I t  i s  ao oruanizatinn of tfic sasa ~ E E S T Z :  c la s s  
;s 2 r h a ~ h ~ r  of can3ercs ar !?mrd of trwie. Thus, its a ~ t i ~ ; $ t i - = . s  s f i9u ld  

. 
kg di rc tc te j  r o  t h 2  : L ; ' J P E C T G P B ~ ~  ~ l f  b u s . i n t ? ~ s  ttanditicns, ef 0 % ~  2;-r g ~ r ~  - + t l r ies  if hk:siness as 3is  t i ngu5zkdd  i r z s  th* ~ e r f  oraance of t a r t i  c?;far 
.. _. .. .. ?ices  f gr infii ;-ldual p e ~ s o c s .  

An orgar,izotisr: fsrgsd t o  pro~otin t h ~  trusrlz~sr: int8rssts of those  f ~ * r a l v s d  i.n 
t 5 ~  F ~ ~ U ~ ~ C : ! I T E  and sa16 of a pa1:t:cuInr p a t i 3 n r e d  p roduc t ,  % h o s ~  m ~ b e r s h i p  i s  

' 1 i z i t z . b  -to thoer: engaged in the n ~ n u f a c t u r a .  and s s l~ s  tli the proct~srs ,  and 
which owns t k  control l in ,g interests i c  t h c  ccrysration which hcffis the basic 
patents in rhe prciducts, d a ~ s  not qualify for exasptian 3s a business laaguc 
under I n r 6 r a ~ l  Re-ranue Code 5Ql f c)  i 6 ) ,  aince i t  is angaged in farthsring tkk  
buc.<naas i ~ t c e r e s t s  of the deaf ~ r s  of R partitcu13r ptcduct as d i s t f  n v i s h e d  
fro@ i~~rc .a i !rrg  business condi t ions .  R ~ T E ~ u ~  Ruling 58-394, 1958-2 O-E. 244.  

I n  Re-:. E u l .  67-77, 1967-1 C.B. 138, a;: erganizscion cssposcd of dcs lers  in a 
certa in  sake ef autoreobils  i n  a diesignsted area that is crgan izod  2nd operated 

'I for the pr i m r y  pcrpos  or* f inanc!ing general arfvertisifig caepaigns tc- promti.- 
1. , the part i rul iar  3ake of auioeobile: i s  n o t  exempt under 50 l ( c )  (ti! of the Cods 

because i t  p~cr laros  p a r t i c u l a r  sa,r~;ices for its aenbers instoad of tbs 
s u t c r n c t i ~ e  i l r ~ d ~ ~ t r y  as a %rhola. 

Your 3ct i -?xf : fes  &re s j n i i a r  t o  the Revenue Rtzlings cited abov:e, in t h a t ,  you 
proaota a6verrtising f o r  franchise mrners o f  **** **** restaurants  o n l y .  You 
also perfcrrr p a r t i c u l a r  services  for  th.5 m;r~bers a a  a p p o s ~ d  t o  benzfit- ing t he  
reg t ~ u r a n c  il>dusiry as a tahole. 

Yo9 cis n:t q l i x l i i ?  for t a x  exegpt s ta tus  a l l  an ol'ganiznt!ort dt?~crihed in 
ssc t i .~n  S O i / c i ! 5 )  gf the  I n t a r n a l  havenue Code: you a r e  r6;quired to  f i l e  
Fcder,al irrccle t a x  re turns  on Torn 1120. 

If you $0 n o t  accept  t111r findings, we racfi~niand t h a t  you r s l q u ~ ~ t  a ccnferanc~ 
wi th  z m ~ s h e r  uf cur ReqionaL Off ica  sf Appeals. Your request for  a 
c o n f e r e a c ~  s?:culd include a v ~ r i t t a n  appza i  piving the facts ,  lac, and a n y  
o th s r  i n f c r s a f i o n  t o  s u p p o r t  y'o1.1~ ~ o s j r t i n n  as '  e x p l a i n e d  i n  t b s  enclosed 
Puh l i ca t j . on  $ 2 5 -  You w i l l  then be contacted t o  arrangs a dat2 for a 
,-.,.. .,..if are:oce. T?i;z conference may be na ld  a t  tha  Rsgianal 3 f r i c 2 ,  or i f  you 
request# a t  an i t  n u t u z l l y  convenient Dist r ic t  Off ice.  If KC! do not hear  frca 
you v i z h i n  30 427s fro? the d a t e  of  t h i s  l a t t e r ,  t h i s  detornination  ill. 
b e c ~ c s  i i n ? . i ,  

Sincere ly  yours, 

District Director 


